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eincinnati Cornell on 
World Affairs 
1^ February i960 

Jt Is ft privilege to participate is the Cornell’s Sixth 
Annual Conference on International Affairs. Over the years I 
have "been iepressed, as have many others In gevemaeat, by the 
effort and resources the Council devotee to the promotion osf an 
informed appreciation of world affairs, This is a particularly 
valuable service in a period where sapid change is the rule rather 
than the exception. 

Our subject is the Soviet economic offensive . But the Moscow 
directed thrust against the Free World and its institution© is far 
sore than economic, indeed, it is a total challenge. 

tinder these conditions, economic conpetion is growing in 
importance. The Soviet leader© are confident that continued forced' 
draft industrial growth within the borders of the USSR will demon- 
strate the superiority of cemsmim over free enterprise to the 
uacocsaitted nations . Indeed, the achievement of rates of growth 
significantly higher than those being posted by the leading in- 
dustrial nation© of the West makes up the core odf the Kremlin 
argument that oeamunisa is the wave of the future. Such growth 
will also provide tbs industrial muscle the Kr em l i n needs to 
assist the spread of communism, in the Free World by economic means. 
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ffaare is no denying that Soviet econos&e growth has been 
epecteenlar. in taw short space of 30 years, the USSR has roved 
forward to occupy second place among the world's industrial powers, 
It has tew so by delaying its own people the aateriai benefits 
of their labor; instead it has plowed back eveiy possible ruble 
into the expansion of heavy industry. Further# Soviet industry 
has concentrated on the output of producers goods and armaments • 
la contrast, our own industry has centered its efforts cm turning 
out a wide variety of consumers goods. 

Consider for a m ca acnt the structure of the two largest 
economies in the world, is 195$, with & gross national product, 
cosputed on the ease basis as wo compute our own, and ©quel -to 
«mly about b5 percent of ours, the Soviet military effort measured 
in do lla r s was about ©dual to that of the united States. At the 
ssjsw tiro, gross investment in Soviet Industry -ms approximately 
equal to gross investment in U.8. indue try. 

m the other hand, Soviet citizens had available only about 
one-third of the total goods and services available to Americans, 
Converting these data, to a per capita basis# ' you can see that 
standards of living la the Soviet Union today are not much over 
roe-teneth the level being enjoyed by our own people. 

Hint of the future? She intentions of the Soviet leaders 
are very clear, The obsession with overtaking and surpassing 
the United States economy in the shortest possible historical 
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Slav tom# coBSpared ta Its pwerees over the past five years. 
Farit® i?j ‘because USSB is aoqpea&i«g its facilities at 
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ft mt# oiy doubie our t&e jaweeat gap between Soviet scd 
ffelAaft States: Industrial output sill be narrowed % 1965. Has 
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I*®** TQ&&&0&, Somlis,, Algeria,, Conge, Madagascar, 

MOi (the Federation of Senegal and Soudan) vUl .Join the make 

* aerv Amesja states before 1900 dm** to a close, So these 
peep!*,, possessed with a stress determination to eete&Uch quickly 

* better way of life, the Soviet starry of rapid economic growth 
*** nmt agpeal. 
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Shrusheb*v has admitted that the USSR's economic relations 
^ith the under developed countries of the free World generally 
have not- paid off. In economic terms* About a year ago he said,, 
"Another form of jobations is that obtaining between 
Socialist countries and the e<xracmically underdavaOnped 
countries. One my not, of course, say in this ease that 
oar economic relations are based an mutual advantage. 
Speaking generally from the commercial viewpoint, our 
acH ancwic and technical aid is even unprofitable to us* 
lowever, aid to the underdeveloped countries Is necessary 
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turn tbs viewpoint of hiaanity end genuine human solidarity. *’ 
Indeed, an examination of t be tree World countries who are 
the primary recipients of Soviet Bloc aid would not support the 
thesis that they have received aid because of their ability to 
satisfy the strategic or essential import reqi&resssab® of the Bloc, 
let ms give you same examples. 

She USSR imports cotton from Egypt, while at the same tine 
it export* ccs^arable grades of Soviet cotton to Western Europe. 

®ie tea, hides, wad rope from India cannot be said to be 
high priority Isgports for the Soviet Union, nor can the coffee 
that will coma from Braell. 

Bubber is, of course, of strategic importance to the Soviet 
Bloc. But Bloc purchases in total fluctuate widely from year to 
year. Also, rubber purchasing activity hae switched fro® country 
to country in response to changes is the political climate and 
the progress of the Bloc's programs in the individual underdeveloped 
country. last year, most of the rubber purchased by tbs Soviet Bloc 
ease fro® Malaya, a country which receives no aid from any communist 
country. 

fhe fact that the bulic of Soviet Bloc iaportc fro® underdeveloped 
countries are raw materials for industry, primarily of agricultural 
origin, presents the Bloc purchasers with a highly permissive 
eitu&tion, further, the quantities imported are usually email in 
relation - to production of the sane or comparable Items within the 
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Sine-Soviet Sloe Itself. Because the eossaunist nations east sake 
vam of the goods which they isg?ort,. the financial losses must 
fee ctw. 11 ■ For all these reasons, the Soviet leaders are free 
to move ^widely if they spot an opportunity for political 
advantage. 

ifc&t are sons of the common. characteristics of Bloc aid 
pyogrsaaet 

first odf all. Hoc aid is offered on an integrated and 
continuing feasts# A line of credit is offered sla^taneouely 
with offers Of technical assistance, training, and perhaps most 
important, increased trade opportunities. 

If an underdeveloped country is having difficulty In selling 
its products at adequate prices in the export market, the Bloc's 
long tmm trade offers have particular appeal. Since the site of 
their program is not subject to annual Congressional review, the 
Soviets are not inhibited from signing long-term agreements. 

Because of our am agricultural surpluses, we would find it 
politically difficult, if not impossible, to offer a guaranteed 
market for Igyptian cotton or Burmese rice, to cite only two 
examples. 

Secondly, 0.S. aid has been largely on a grant basis, whereas 
Hoe aid has been pre domin antly given on a credi t. basis . Generally, 
Bloc loans carry a two -and-otms -half percent interest rate, with 
repayments to begin after the project, such as a cement plant, is 
finished a^ b»s been brought into- operation, further, repayment 
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Is usually Is goods, the prices for which ere subject to annual 
negotiation. Shis gives the Soviets the choice of being tou^x 
or- lenient, depending on how things ar® going. 

Third, Bloc assistance is geared to industrial development — 
construction of complete plants is common .«* and is intended to 
appeal to the desire for immediate and tangible results in todus- 
trial production. With some exceptions, Bloc assistance is 
rarely provided for sanitation, public housing, public education, 
or agricultural coapodities, such as is the case under our K« *180 
aerogram. This as&ns that almost all Bloc aid remains a permanent 
and visible symbol of communist economic and technical achieve - 
mats. 

fourth, the industrial development assistance made available 
by the Soviets is almost always directed into the public sector 
of the economy, not the private sector. 

finally, Bloc aid programs are free of military pacts. 

This gives them a particular esteem to underdeveloped countries. 
to contrast, over 80 percent of our own aid gees to countries with 
which the U.S. has military agreements. 

to summary, th® Coamamiet “trade and aid** program has been 
designed and packaged with the target to mind. It appeals to 
neutralist sentiaontj it appears to provide an attractive supplement, 
or to sow cases, an alternative to tf*S* aid. 

t xx l^L, the plants being built and the thou^nds of 
hard working technicians, serve to establish a peaceful Soviet 
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"presence . " It lends credence to soviet claims of disinterested 
help is achieving economic betterment*. There are a© obvious strings 
attached to it. However, the strings are there. 

Ccaaaaiist propaganda, promising a painless industrial traps* 
foamtion, the end of poverty, social stratification, and of 
agrarian overpopulation, pours into the recipient country, directed 
overtly or covertly from Hjscow. These aggressive campaigns mode 
use of all means of mass communication . Communist tactics include 
the manipulation of various "cover" and "front" organisations 
which pretend to represent youth, labor, professional groups and 
veterans. This challenge is particularly dangerous because it 
is often miswiderstoodi the concealment of the Communist role 
often dupes veil-motivated people. We know that Sfcecow and Peiping 
are spending, directly and indirectly, hundreds of million® of dollars 
each year on these investments in disorder. 

Sor is this so-called "peaceful competition” being carried 
out under rules that would be recognised by the Mhrguia of 
Queensberry. In Sfexico and Argentina, recently, Soviet eabasey 
personnel were caught red-handed in fomenting strikes, a favorite 
technique. As we meet here this afternoon, classes are being held in 
Moscow to train native communists from the underdeveloped countries , 
They are being taught to exploit and pervert the natural aspirations 
o£ newly formed democratic organizations and institutions, such as 
trade unions, in their own countries. 

Since the 21st Party Congress, which was held in Jfeseov 
last February and attended by representatives of ecsmsmlst parties 
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txm some 60 countries, many of whom wore there illegally, against 
the wishes of their cm governments, the role of Rod China has 
been increasing. For example, the Latin American subversives to 
the Congress returned home via Peiping. Later, the Bed Chinee© 
stepped up their Spanish language broadcasts and cultural tours 
to the Ifestem Hemisphere. 

Still more recently, the Rev China Sews Agency, an arm of 
the Chinese Communist Party, established a neve service in Cuba. 
Scores of Communist Chinese military instructors are now in Cuba, 
at the same time that the training of a native Latin American 

fflHr A v%n. *#« aq • vw'i eaA wirf* An en A ■f 

by the Peiping regime. Most recently, vs have seen the purchase 
by Bed China of a sizeable quantity of Cuban sugar, a new event 
in trade history. 

2M» is the feiailier pattern the ccaabination of propaganda, 
economic blandishments, and subversion — } but it now is mush- 
rooming close to our own shores. 

I would like to spend a minute on another widely ^ployed 
device, the use of economic pressure for political purposes. Once 
the Bloc has succeeded in becoming a significant trading partner 
out of an underdeveloped, country, an economic vulnerability has 
been created. Its exploitation Is a matter of timing. Sfnere are 
many examples of the use by the Soviet Union of trade as a weapon. 
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lAst year, the Soviets threatened to cut off trade with Greece 
if that nation allowed HATO missile bases to be established on her 
territory. 

treasure from Mmoov for a Sovtet-Iranian non-aggression 
fact was bached up in 1959 by the withholding of orders for 

-V 

Iranian lead and sine oxee, for which the traditional market has 
been the USSR. This action caused the virtual collapse of the 
Iranian lead mining industry , 

Just a little over a year ago, the Planish government fell, 
a victim of Finland *e vulnerability to Soviet pressure . Angered 
by efforts of the Finnish government to move closer to the West, 
the soviets were $ulck to react. They cut off petroleum supplies, 
cancelled orders for manufactured goods and refused to negotiate 
a trade agreement. Soviet economic pressure was skill fully 
coordinated with political pressure by the Finnish Communist 
Party and with strong attacks by Soviet press and radio on the 
govemmont of Finland. From the beginning of the Ubscow drive to 
the toppling of the pagerbolm government, only two months elapsed. 

The Ccmmmlst Chinese have learned the same technique . For 
months, they have been threatening trad® reprisals a^insst 
a padonaeia for that country’s actions against the Overseas Chinese 
living within its borders . Indonesia has been raatsoving the 
Overseas Chinese from their position of exercising a virtual 
trade monopoly in rural areas, act activity which mo profitable 
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enough to constitute a principal source of revenue for the 
Indonesian Ceramist Party. 

1 do not wish to leave the iupression that the leaders of 
free World underdeveloped nations are blind to these strings 
on CaasHUttist aid and trade. They are billing to expand their 
economic contacts with the Soviet Bloc for a variety of reasons . 

Alt basic to all explanations of the success of the Bloc program 
is the fact that underdeveloped countries are capital starved. 

While admitting their suspicious of Ccmssunlst intentions, these 
leaders have defended their acceptance of Bloc assistance on the 
ground that the great need for capital justified the risk. 

Becent souths have seen a rise of American prestige and a 
decline in Communist prestige in many underdeveloped countries. 
Svents such as the communist indoctrination of Free World students 
sent to the USSR for technical training, the rape of Tibet, and 
the Chinese border clashes -with India not only dull the lure of 
tmmmXm, but brighten the prospects for true democracy. 

We now have a breathing spell to soberly consider the best 
means of mrelmlling our very great assets and capabilities — 
and those of our allies — to meet the legitimate development 
seeds of Idle newly emergent countries . It is a challenge worthy 
of a first dais on our energies and our interests. For the outcome 
of this fateful competition will do much to determine the shape 
of tomorrow. As our Director, Mr. Allen Dulles has said, 

*Xf the cawsaniets succeed and we fail, it will be 
because they have devoted a far greater share of their 
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parmx, skill and resources to our destruction than 
have been willing to devote to our ova preservation.” 





